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I  INTRODUCTION 


I  INTRODUCTION 


•  This  digest,  produced  by  INPUT  for  Agence  de  I'lnformatique,  reviews  EDP 
applications  in  the  commercial  insurance  industry. 

•  One  of  the  first  to  make  extensive  use  of  automation,  the  industry  spends  over 
1%  of  total  annual  revenues  on  electronic  data  processing  applications.  Total 
1979  EDP  expenditures  exceeded  $2.3  billion. 

•  The  commercial  insurance  industry  is  divided  into  three  sectors  -  life/health 
companies,  property/casualty  companies,  and  independent  insurance  agents 
and  brokers. 

•  The  market  structures  and  EDP  applications  are  presented  for  each  sector, 
followed  by  an  analysis  of  industry  issues,  such  as  the  impact  of  mini- 
computers, distributed  data  processing,  and  telecommunications  technology, 
together  with  INPUT'S  assessment  of  future  trends. 
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II        INSURANCE  INDUSTRY  STRUCTURE 


A.       COMMERCIAL  COMPANIES 

I.  LIFE/HEALTH 

•  There  are  about  1,750  life  insurance  companies  in  the  United  States.  There 
has  been  little  change  in  this  number  since  the  1960s. 

•  The  1,750  individual  companies  fall  into  some  1,200  corporate  groups.  Distri- 
bution by  asset  size  is  shown  in  Exhibit  ll-l. 

•  Total  1979  assets  of  $431  billion  are  rising  at  an  AAGR  of  8%,  with  the  very 
large  companies  (14%  of  the  total  number),  holding  the  majority  (60%)  of  total 
assets.  This  group  of  companies  also  shows  the  most  rapid  increase  in  assets  - 
a  10%  AAGR. 

•  Total  1979  revenues  (net  premiums)  were  nearly  $88  billion  and,  at  an  AAGR 
of  10%,  revenues  will  reach  nearly  $143  billion  by  1984. 

•  The  top  53  companies/groups  in  the  industry  (4.4%  of  the  total  number  of 
companies)  garner  68%  of  the  industry's  total  revenues. 

•  Net  premium  revenues,  indicating  the  level  of  service  activity,  appear  to 
correlate  closely  to  the  level  of  EDP  expenditures,  which  average  1.5%. 
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•  Total  EDP  expenditures,  of  over  $1.3  billion  in  1979,  will  rise  to  nearly  $2.4 
billion  in  1984,  for  a  growth  exceeding  12%  per  year. 

•  EDP  expenditures  were  mainly  (85%)  for  in-house  operation. 
2.  PROPERTY/CASUALTY 

•  There  are  about  1,400  proper ty/casualty  insurance  companies  in  the  United 
States.  Their  number  has  held  fairly  steady  in  the  past  20  years. 

•  The  1,400  individual  companies  fall  into  some  800  corporate  groups.  Distribu- 
tion by  revenues  (net  premiums)  is  shown  in  Exhibit  11-2. 

•  Total  1979  assets  of  nearly  $169  billion  are  rising  at  an  AAGR  of  over  12%. 
Very  large  companies  (or  groups)  comprise  2%  of  the  total  number  of 
companies  and  hold  53%  of  total  assets. 

•  Total  1979  revenues  (net  premiums)  were  nearly  $93  billion  and,  at  an  AAGR 
of  13%,  revenues  will  reach  over  $172  billion  in  1984. 

•  The  top  56  companies  or  corporate  groups,  representing  7%  of  the  total 
companies  in  the  industry,  garner  76%  of  the  total  revenues. 

•  Net  premium  revenues,  which  indicate  the  level  of  service  activity,  appear  to 
be  the  best  means  of  determining  EDP  expenditures,  which  averaged  over 
1.0%. 

•  Total  EDP  expenditures  (of  nearly  $890  million  in  1980)  will  rise  to  nearly  $1.7 
billion  in  1984,  almost  14%  per  year. 

B.       AGENTS  AND  BROKERS 

•  Insurance  agents  and  brokers  fall  into  three  types: 
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General  Agent,  an  independent  businessperson  primarily  handling 
insurance  offerings  through  a  general  agency  contract  with  one  life/ 
health  insurance  group.  A  general  agent  may  combine  insurance  lines 
to  offer  specialized  packages  to  independent  agents. 

Managing  Agent,  an  employee  managing  a  district/branch  office, 
usually  for  a  life/health  group,  but  may  also  be  for  a  property  casualty 
group. 

Independent  Broker /Agent,  an  independent  businessperson  primarily 
handling  property/casualty  insurance  lines  of  multiple  company  groups. 

The  market  structure  under  discussion  concerns  only  independent  business- 
persons:  that  is,  general  and  independent  insurance  agents  and  brokers, 
including  independent  managing  brokers. 

There  are  nearly  70,000  independent  agencies  throughout  the  United  States, 
distributed  generally  by  population  concentration. 

Agency  growth  rate  will  remain  at  5%  until  labor  force  demographics 
decline  in  the  1990s. 

Some  2,500  general  agencies  are  larger  than  average  size. 

Some  20  very  large  national  brokers,  several  of  which  fall  in  the  Insurance 
Fortune  50,  called  by  the  trade  "Alphabets"  (i.e.,  Alexander  and  Alexander), 
resulted  from  rapid  merger  and  consolidation  activities  in  the  late  1960s. 

Merger  activity,  though  decreasing  in  the  late  1970s,  is  still  underway 
at  the  regional  level. 

As  shown  in  Exhibit  11-3,  90%  of  all  insurance  agencies  are  small  organizations, 
employing  10  or  fewer  people. 
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The  average  agency  will  have  two  agents  and  four  or  more  customer 
service  personnel.  The  agency  writes  over  $500,000  in  premium 
volume,  50%  of  which  is  for  personal  versus  commercial  policies. 
Agency  insurance  revenues  will  average  20%  of  premium  dollars.  An 
additional  12%  of  total  agency  revenues  will  come  from  other  business 
activities  such  as  real  estate,  financial  services,  or  travel  agency. 

Total  employment  (nearly  400,000  in  1979,  growing  at  a  6%  AAGR)  is  expected 
to  taper  off  as  automation  accelerates  in  the  1980s. 

Very  large  agencies,  while  representing  only  4%  of  the  total  number  of 
agencies,  account  for  nearly  42%  of  total  industry  employment,  and 
garner  over  40%  of  total  operating  revenues. 

Association  studies  published  in  trade  journals  indicate  that  1979 
employee  productivity  ranged  between  $45,000  and  $60,000  in  gross 
operating  revenues. 

Insurance  agents  and  brokers  (depending  on  size)  spent  between  0.7%  and  1.2% 
of  annual  revenues  on  EDP.  Average  expenditures  were  1%  of  annual 
revenues. 

Total  EDP  expenditures,  $140  million  in  1979,  will  rapidly  rise  to  $460  million 
in  1984,  for  a  growth  rate  exceeding  27%  per  year. 

EDP  expenditures  were  predominately  (81%)  for  outside  computer  services. 

Not  all  agencies  are  automated.  The  portion  of  agencies  automated  in  1979 
varies  from  1 00%  for  very  large  agencies  to  only  22%  for  small  size  agencies. 
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Ill       INDUSTRY  EDP  APPLICATIONS 

A.       COMMERCIAL  COMPANIES 

I.  LIFE/HEALTH 

•  EDP  is  used  in  seven  mainline  applicational  areas: 

Persona!  life. 
Group  life/health. 
Claims. 
Pension  plans. 
Billing  and  collection. 
Corporate  accounting. 
Investment. 

•  The  major  functions  accomplished  within  each  of  the  seven  applications  are 
shown  in  Exhibit  lll-l.  For  each  function,  estimates  are  made  of: 
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The  portion  of  the  function  that  is  accomplished  in  the  batch  mode. 
The  portion  of  time  that  the  on-line  interactive  mode  is  used  for: 

Data  entry. 

Inquiry. 

Real-time  file  update. 

For  example,  the  exhibit  indicates  that  the  loan/dividend  function  of  the 
personal  life  application  is  accomplished  primarily  (greater  than  75%)  by  batch 
processing  and  only  minimally  (less  than  25%  of  the  time)  by  on-line 
processing.  The  major  on-line  function  is  inquiry,  which  is  accomplished 
between  25%  and  75%  of  the  time  on-line.  The  function  has  little  data  entry, 
hence  little  associated  real-time  file  update,  both  of  which  are  accomplished 
in  less  than  25%  of  the  time  in  the  on-line  mode. 

The  impact  of  the  life  insurance  industry's  shift  toward  increased  use  of  on- 
line operations  is  evident  in  Exhibit  III-I,  where  both  batch  and  on-line 
processing  can  be  seen  to  be  equally  important  in  handling  policy  management 

applications. 

Increased  use  of  data  base  management  systems  and  new  processors,  such  as 
the  IBM  4300  Series,  will  accelerate  the  on-line  operational  trend. 

Active  participation  in  the  pension  plan  market  by  life  insurance  companies 
has  expanded  the  use  of  newer  on-line  systems  for  proposal  preparation  and 
plan  administration. 

An  increase  in  investable  funds  from  pension  plans  has  resulted  in  both 
increased  investment  activity  and  a  shift  in  the  type  of  investment  portfolio 
(increased  equity  and  mortgage  holdings),  which  has  increased  the  use  of  on- 
line operations  for  both  investment  analysis  and  portfolio  evaluation. 
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There  are  other  applicational  areas  where  life  insurance  companies  use  EDP. 
These  areas  frequently  use  outside  computer  services. 

Corporate  financial  planning  and  management. 

Actuarial. 

Cash  management. 

Mass  marketing. 

Sales  illustration. 

Mortgage  servicing. 
PROPERTY/CASUALTY 

EDP  is  used,  either  in-house  or  through  computer  services,  in  seven  mainline 
applicational  areas: 

Personal  property/casualty. 

Commercial  lines. 

Risk/rating. 

Claims. 

Billing/premium  collection. 
Corporate  accounting. 
Investment. 
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The  major  functions  accomplished  within  each  of  the  seven  applications  are 
shown  in  Exhibit  III-2.  For  each  funct  ion,  estimates  are  provided  of: 

The  portion  of  the  function  that  is  accomplished  in  the  batch  mode. 

The  portion  of  the  time  the  on-line  (interactive)  mode  is  used  for: 

Data  entry. 

Inquiry. 

Real-time  file  update. 

Exhibit  III-2  indicates  that  the  commercial  lines  application  uses  batch 
processing  to  a  much  greater  extent  than  the  personal  property/casualty  area. 
Commercial  lines  are  complex  and,  with  the  exception  of  workmen's  compen- 
sation, have  been  difficult  to  implement  even  in  the  batch  mode. 

Workmen's  compensation  uses  the  batch  mode  between  25%  and  75%  of  the 
time  (this  frequently  depends  upon  company  size).  Data  entry  is  done  on-line 
more  than  75%  of  the  time,  whereas  inquiry  and  file  update  are  done  on-line 
between  25%  and  75%  of  the  time. 

Property/casualty  companies  insure  for  uncertain  risks  for  short-term  periods. 
Companies  in  this  field  may  have  sudden  and  large  requirements  for  cash, 
hence  they  have  a  different  investment  portfolio  than  do  life  companies.  The 
investment  portfolios  of  casualty  companies  concentrate  on  near-term,  near- 
cash  securities,  those  most  affected  by  instability  in  short-term  interest  rates. 
Investment  management  processing  systems  which  utilize  highly  interactive 
securities  analysis  and  evaluation  systems  are  frequently  supplied  by  computer 
services  vendors. 

There  are  other  applicational  areas  where  property /casualty  insurance 
companies  use  EDP. 
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•  These  areas  more  frequently  use  outside  computer  processing  vendors: 

Corporate  financial  and  management  planning. 
Cash  management. 
Marketing  proposals. 

B.       AGENTS  AND  BROKERS 

•  There  are  six  major  applicational  areas  where  EDP  is  used,  mainly  through 
batch  services,  but  increasingly  through  turnkey  minicomputer  systems  located 
in  the  insurance  agency. 

Agency  accounting. 

Agency  management. 

Rating  and  underwriting. 

Investment  management. 

Real  estate  management. 

Group  insurance. 

•  The  major  functions  accomplished  within  each  of  the  six  applications  are 
shown  in  Exhibit  1 11-3.  For  each  function,  estimates  are  made  of: 

The  portion  of  the  function  that  is  accomplished  in  the  batch  mode. 
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The  portion  of  the  function  accomplished  through  remote  computing 
services  (RCS)  using: 

Interactive  processing. 

Remote  batch. 

The  degree  of  inquiry  used  as  part  of  accomplishing  the  application 
function. 

The  portion  of  the  function  that  is  accomplished  using  an  agency 
turnkey  system. 

For  example,  the  exhibit  indicates  that: 

The  accounts  receivable  function  of  the  agency  accounting  application 
is  accomplished  primarily  (greater  than  75%)  by  batch  processing,  and 
only  minimally  (less  than  25%  of  the  time)  by  users  of  RCS. 

The  claims  control  function  of  the  agency  management  application  is 
primarily  a  manual  operation  at  the  agency  level.  EDP  is  used 
primarily  for  claims  inquiry. 

The  agency  accounting  application  was  the  earliest  automated  and  still 
remains  the  primary  application.  However,  the  situation  is  changing  as  agency 
turnkey  systems  are  automating  the  agency  management  application  through 
customer  information  data  base  systems. 

The  agency  management  application  is  poorly  supported  by  batch  (mail) 
systems.  Newer  turnkey  systems,  including  word  processing  and  eventual 
agency/company  communications,  are  in  increasing  demand. 

Word  processing  systems  are  integral  to  the  marketing  function.  Use  of  free- 
standing   word   processing    systems    is    widespread    in    insurance  agencies. 
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Computer-aided  word  processing  systems,  allowing  access  to  the  entire  agency 
information  data  base,  are  now  being  offered  as  modules  of  comprehensive 
agency  turnkey  systems. 

Widespread  automation  of  the  rating  and  underwriting  application  depends  on 
implementation  of  agency /company  telecommunications. 

Personal  lines  rating  is  primarily  done  by  agency -programmable  calculators. 
RCS  rating  services  are  widely  used  in  selected  states.  Some  turnkey  systems 
provide  computer-aided  rating  for  selected  states  using  microcomputer 
turnkey  system  modules. 

Commercial  lines  rating  is  done  primarily  at  property/casualty  companies. 

Underwriting  includes  policy  issuance,  endorsements  and  changes,  cancella- 
tion, reinstatements,  and  renewals. 

Batch  systems  cannot  handle  the  underwriting  function. 

Selected  companies,  including  Aetna,  Firemans  Fund  and  Continental 
Insurance,  have  implemented  agent/company  telecommunications  for 
underwriting. 

Turnkey  systems  support  the  underwriting  function  for  selected 
companies,  including  Commercial  Union. 

General  insurance  agents  and  larger  independent  agents  are  involved  in  selling 
and  managing  life/health  group  plans.  The  group  insurance  application 
supports  this  business  activity.  RCS  vendors  are  the  major  source  of  computer 
services.  Turnkey  systems  support  specialized  areas. 

Between  10%  and  15%  of  agency  revenues  are  derived  from  non-insurance 
business,  primarily  real  estate  and  financial  services.  The  investment  manage- 
ment and  real  estate  management  applications  support  those  revenue  sources. 
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IV       INDUSTRY  ISSUES 


A.  GOVERNMENT 

•  National  health  insurance  will  have  a  major  impact  on  the  health  portion  of 
the  life  insurance  business.  Life  insurance  companies  are  positioning  them- 
selves to  act  as  claims  administrators  or  processors  under  the  program. 

•  The  exclusion  of  life  insurance  companies  from  the  anti-trust  provisions  of  the 
McCarran-Ferguson  Act  is  under  attack  by  the  FTC  resulting  in  increased 
federal  reporting  by  life  insurance  companies.  The  requirements  of  govern- 
ment reporting  are  also  becoming  stringent  in  other  areas:  SEC  and  ERISA 
requirements  for  pension  funds  and  FHLB  requirements  for  the  mortgage 
market. 

•  The  effect  on  the  market  structure  of  independent  insurance  agents  and 
brokers  resulting  from  the  repeal  of  insurance  industry  anti-trust  immunity 
would  be  profound. 

Agents  could  no  longer  represent  several  companies. 

Collective  activities,  such  as  rate  forecasting,  would  become  illegal. 

Form  standardization  between  companies  would  become  suspect. 
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Commissions  would  be  individually  negotiated. 

The  net  result  would  be  a  marked  decline  in  the  number  of  independent 
agencies. 

The  increase  in  Social  Security  withholding  is  taking  a  greater  portion  of 
consumer  income  available  for  personal  security,  forcing  the  companies  to 
compete  harder  for  the  consumer  dollar. 

Consumer  and  public  interest  groups  are  attacking  the  validity  of  casualty 
insurance  company  rating  classification  systems.  They  are  actively  opposing 
rate  increases  by  bringing  pressure  to  bear  on  state  legislators. 

Consumer  groups  contend  anti-trust  exclusion  results  in  inadequate  and  non- 
uniform price  competition  for  personal  casualty  insurance.  They  are  also 
campaigning  to  the  congressional  level  for  national  standards  for  state  no- 
fault  insurance  laws.  The  net  result  is  increased  EDP  expenditures  for  analysis 
and  government  reporting.  Casualty  insurance  companies  are  turning  to 
computer  models  to  forecast  the  impact  of  rate  increases  on  profitability 
under  various  scenarios. 

The  federal  and  state  governments  are  assuming  more  casualty  functions  in 
areas  such  as  flood  damage  and  workmen's  compensation,  decreasing  agent 
potential  for  business  in  the  affected  areas. 

Federal  Government  enactment  of  National  Health  Insurance  (NH1)  will 
reduce  independent  agent  income  by  at  least  15%. 

Increasing  the  minimum  wage  to  $3.50/hour  has  put  great  pressure  on 
independent  agencies  to  turn  to  automation. 
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B.  ECONOMICS 


•  Inflation  is  attacking  the  very  basis  of  the  insurance  industry  business. 

•  Inflation  is  seriously  eroding  the  value  of  ordinary  life  insurance  lines,  causing 
companies  to  offer  more  complex  plans  such  as  variable  life  and  adjustable  life 
insurance. 

•  Rising  personnel  costs  are  forcing  companies  to  accelerate  the  shift  to  on-line 
operations,  both  in  the  home  office  and  the  field. 

•  The  structure  of  life  insurance  company  investment  portfolios  has  become 
more  complex  due  to  both  the  need  for  higher  yields  (because  of  inflation)  and 
the  increase  in  management  of  retirement  funds.  Insurance  companies  are 
increasing  their  mortgage  portfolios  and  upgrading  the  quality  of  their  near- 
term  securities  through  additional  computer  services. 

•  The  internal  cost  of  capital  for  insurance  companies  is  relatively  lower  than 
that  found  in  industrial  companies.  This  results  in  a  strong  tendency  to  buy 
hardware  for  internal  use.  However,  their  systems  and  programming  personnel 
cannot  meet  software  requirements  for  mainline  applications.  Thus,  the  trend 
is  toward  incremental  use  of  software  products  and  professional  services  for 
mainline  applications  and  computer  service  vendors  for  all  specialty 
applications. 

©  Inflation  is  a  major  factor  influencing  the  way  independent  agents  handle 
personal  lines. 

Rapidly  rising  labor  costs  force  independent  agencies  to  turn  to 
automation  to  try  to  cap  daily  operating  expenses. 

Where  increase  in  inflation  rate  exceeds  ability  to  obtain  rate  relief 
agent  commission  rates  are  squeezed,  reducing  agent  income. 
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Escalating  repair  and  replacement  costs  reduce  availability  of  personal 
lines  at  an  affordable  price,  forcing  agents  to  turn  to  commercial  lines 
to  obtain  adequate  income  margins. 


•  Uncertain  economic  conditions  have  forced  property/casualty  companies  to 
shorten  the  period  of  coverage  from  three  years  to  as  low  as  six  months, 
significantly  increasing  the  insurance  agency  management  and  accounting 
workload. 

•  The  increased  number  of  women  in  the  labor  force  offers  new  opportunities  for 
insurance  companies  to  sell  both  traditional  and  specialized  products, 
increasing  the  use  of  EDP. 

C.  TECHNOLOGY 

•  IBM's  announcement  of  the  4300  Series  system  has  had  a  significant  impact  on 
the  insurance  company  computer  market.  Industry  orders  exceeded  5,000 
systems  in  1 980. 

•  Rapidly  decreasing  computational  hardware  costs  have  made  minicompuers 
affordable  to  all  but  the  smallest  insurance  agencies.  Although  early  turnkey 
systems  concentrated  on  agency  invoicing  and  accounting,  later  systems  are 
approaching  agency  management  using  customer  information  data  base  tech- 
niques, resulting  in  comprehensive  and  cost  effective  agency  management 
systems. 

The  next  breakthrough  needed  is  affordable,  high-density,  data  base 
storage  in  the  40  to  100  mb  range. 
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Effective  telecommunications  are  needed  between  agents  and  insurance 
companies  to  make  the  independent  agent  insurance  delivery  system  more 
competitive  with  alternative  delivery  systems  such  as  insurance  company 
managing  agencies  or  branch  offices. 

The  network  is  needed  to  implement  such  functions  as  policy  issuance, 
endorsement,  ratings,  and  claims  inquiry. 

Networks  will  accelerate  agency  automation. 

Jointly  sponsored  by  The  Independent  Insurance  Agents  of  America  and  major 
property/casualty  companies,  the  Insurance  Institute  for  Research  (IIR)  is 
planning  the  development  of  a  telecommunication  system  between  agents  and 
companies.  The  network  will  interface  with  Satellite  Business  Systems  (SBS) 
or  AT&T  enhanced  communication  services  and  will  offer  major  opportunities 
for  computer  services  vendors.  The  prototype  packet  switching  system  was 
demonstrated  in  the  fall  of  1980. 

Commercial  Union  is  sponsoring  the  development  of  an  agent/company 
network  using  turnkey  systems  offered  by  Agency  Records  Control  (ARC),  and 
Redshaw,  Inc. 

Quotron  Systems,  American  Information  Development  (AID)  and  Continental 
Insurance  Company  have  formed  a  venture,  Insurnet,  Inc.,  to  provide  network 
services  for  data  processing,  word  processing,  and  communications  between 
home  offices  and  insurance  agents  and  brokers. 

Fireman's  Fund  is  implementing  an  agent/company  system  using  the  American 
Express  Company  network. 

Travelers,  Aetna,  and  Safeco  are  also  involved  in  similar  developments. 

SBS  with  FCC  and  federal  court  approval  launched  its  first  satellite  in  October 
1980.   A  backup  satellite  will  be  launched  in  August  1981.   SBS,  jointly  owned 
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by  IBM,  Aetna  Life  and  Casualty  Company  and  Comsat  General  Corporation 
will  interface  with  a  ground  station  demonstration  network  being  developed  by 
SBS,  Tymnet  Inc.,  Aetna  Life  and  M/A-COM  Inc.  Aetna,  along  with  Travelers 
Insurance  Companies  and  Insurance  Systems  of  America,  will  use  SBS  and  the 
ground  station  networks  to  transmit  voice,  image  and  data  between  the  home 
office,  regional  offices  and  insurance  agents  and  brokers. 


D.       DISTRIBUTED  DATA  PROCESSING 


•  The  home  office  functions  of  life  insurance  are  highly  centralized.  However, 
DDP  does  find  an  application  in  such  specific  areas  as  group  life/health 
insurance  and  pension  plan  administration. 

•  Life  insurance  companies  are  placing  minicomputers  in  district  offices  for 
local  processing,  with  a  tie-in  to  the  central  host  for  data  entry,  inquiry  and 
batch  transaction  transmission. 

•  As  with  life  insurers,  large  property/casualty  insurance  companies  are  finding 
DDP  useful  in  specialized  applications.  Data  entry,  as  well  as  policy  issue 
(hard  copy)  and  claims  processing,  can  be  done  at  district  offices. 

•  Insurance  agents  and  brokers  are  very  interested  in  implementing  DDP.  Some 
are  involved  in  plans  with  turnkey  systems  vendors  to  interconnect  agency 
turnkey  systems  to  carrier  mainframes.  The  turnkey  system  would  accomplish 
the  agency  management  accounting,  and  other  related  applications  locally,  and 
execute  rating  policy  issuance  and  endorsement,  and  claims  processing  in 
conjunction  with  carrier  mainframes. 
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E.  MINICOMPUTERS 


•  Fewer  than  10%  of  very  large  and  large  life/health  companies  have  installed 
user  site  minicomputers  tied  to  RCS  networks.  However,  about  one-fourth 
have  replaced  one  or  more  computer  services  applications  by  a  standalone  in- 
house  minicomputer. 

•  Life/health  companies  use  minicomputers  both  at  the  home  office,  for 
specialized  functions  (such  as  actuary  and  pension  applications),  and  at  field 
offices  for  data  entry,  inquiry  and  local  marketing  operations.  To  the  extent 
that  the  minis  are  network  connected  to  the  home  office,  they  have  potential 
use  as  RCS  user  hardware  systems. 

•  Property/casualty  companies  have  installed  user  site  minicomputers  tied  to 
RCS  networks,  and  are  replacing  one  or  more  computer  services  by  in-house 
minicomputers. 

•  Property/casualty  companies  have  employed  minis  at  the  home  office  in  the 
areas  of  actuary  and  accounting  and  at  field  offices  for  data  entry,  inquiry, 
rating  and  payment  processing.  They  plan  expanded  use  of  minicomputers  in 
agents'  and  brokers'  offices. 

F.       TURNKEY  SYSTEMS 

•  Insurance  agents  and  brokers  are  attuned  to  using  turnkey  systems  for  agency 
accounting  and  management  operations. 

•  Turnkey  systems,  with  a  54%  AAGR,  will  replace  batch  processing  as  the 
major  delivery  mode  in  1984. 
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Determined  on  the  basis  of  annua!  shipments,  beginning  with  700  in  1979  and 
growing  to  4,250  in  1984,  turnkey  systems  expenditure  by  agents  and  brokers 
will  grow  from  $25  million  in  1979  to  over  $280  million  in  1984. 

Characteristics  of  current  insurance  agency  turnkey  systems  vendor  offerings 
are  shown  in  Exhibit  IV- 1. 
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